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I. Introduction 
Besides small enterprises, microenterprises (MEs) play a vital role in generating 
employment and assisting economic growth in all countries, especially developing countries.
1
  
Nevertheless, MEs face both pecuniary and non-pecuniary constraints in developing countries. 
For instance, it is difficult for MEs to acquire credit from the formal credit sector. A lack of 
enough assets deprives the enterprises of collateral (De Soto, 1989).
2
  Still, MEs in developed 
countries have better access to formal credit than MEs in developing countries (Duman, 2009). 
Providing a fertile economic environment for MEs remains a high priority on the developing 
countries‟ development agenda because supportive policies for MEs are crucial to economic 
development of these countries. 
While most of the focus in research and practice is devoted to credit needs of MEs, the 
consulting needs of MEs are not talked about as much as needed. I did not find any previous 
work that included information on consulting services and clustering, besides credit services, in 
the context of MEs. Indeed, if credit services are one side of MEs‟ needs, consulting services and 
clustering (social capital) are the other side of it. Consulting services as described in this study 
are: setting up the enterprise, communication services, information (know-how, technology), 
financial services, management services, training of workers, production, promoting inter-firm 
linkages, domestic marketing, importing, exporting, and dispute settlement. 
 Some studies have looked into different variables, especially non-credit, to explain their 
significant impact on profits (proxy for repayment rates). McKernan (2002) finds large positive 
                                                             
1 Taking numbers of workers into consideration, United Nations Industrial Development Organization (UNIDO) 
defines microenterprises to be employing 1-9 workers, and small enterprises employing 10-49 workers. In this 
paper, microenterprises  are defined  to be employing 1-5 workers, so that the implication of results can be extended 
to a microfinance environment. 
2 The collateral and high interest rates that bars credit to the poor are most likely responses of market due to 
screening, monitoring, and enforcement problems (Hoff and Stiglitz, 1990). 
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effects of participation in microcredit programs and the noncredit aspects of participation on self-
employment profits. Gomez and Santor (2001) find that social capital has a positive impact on 
self-employment earnings. Bhatt and Tang (2002) find that educational level and physical 
proximity to the micro lending program have positive impacts on borrower‟s likelihood of 
repayment. I am motivated to find whether any other factors are associated with repayment rates 
of MEs. For this purpose I study MEs in Egypt and Turkey due to availability of data on MEs 
and consulting services received by them. In this paper I ask: can consulting services help 
increase profits and assets (repayment rates) of MEs in Egypt and Turkey. Does clustering of 
homogenous MEs in these two countries enable them to have higher profits and assets? In order 
to answer these questions, I utilize a unique panel dataset on Micro and Small Enterprises 
(MSEs) for Egypt (2003/04) and Turkey (2001/02). The data was collected for a project 
“Promoting Competitiveness in Micro and Small Enterprises in the MENA region” initiated by 
the Economic Research Forum (ERF). The regression models are divided into profits and assets 
models, both for Egypt and Turkey. All regression models are multivariate log-levels models. 
Empirical results indicate that consulting services and clustering of MEs have substantial impact 
on MEs‟ profits and assets. Meanwhile, access to credit is also important for MEs. 
This paper is structured as follows: section II discusses determinants of profits and assets in 
Turkey and Egypt, section III describes the data, section IV reports the econometric 
methodology, section V describes the results, and section VI concludes.  
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II. Determinants of Profits and Assets in Egypt and Turkey 
In this part of the paper, I present a literature review along with a simple theoretical model 
considering a number of independent variables impacting variables of interest i.e. profits π and 
assets ψ; and how the independent variables determine change in variables of interest. The 
specific focus of the simple theoretical model is in the context of MEs in Egypt and Turkey. 
Other studies that look for the impact of credit programs (i.e. microcredit), and MEs 
performances, consider slightly different models. McKernan (2002) for the first time measures 
the noncredit and total effect of Grameen Bank‟s microcredit program on self-employment 
productivity.
3
 Her model presents a restricted profit function that estimates microcredit‟s total 
effect on profit, and microcredit‟s noncredit effect on profit while controlling for productive 
capital. Kaboski and Townsend (2005) study the impact of specific policies of several 
microfinance institutions on growth in assets (1991-1997) and four other variables.
4
 Gomez and 
Santor (2001) demonstrate the effect of social capital on self-employment earnings, and the 
significance of neighborhoods in improving social capital.
5
  
Since the model here considers only enterprises with fewer than six employees, these 
enterprises are referred to as MEs. The MEs in this study do not receive microcredit from the 
Grameen Bank or other microfinance institutions.
6
 The sources of financial capital, as mentioned 
in the survey questionnaire received by all microenterprise in Egypt and Turkey are inheritance, 
own savings, liquidation of assets, formal loans, informal loans, and remittances. However, I 
                                                             
3
 See McKernan (2002) for details. 
4 Four variables (1991-1997): (1) the probability of reducing consumption or input in a year with bad income shock, 
(2) probability of becoming moneylender customer, (3) probability of starting a business, (4) probability of 
switching primary occupation. 
5 Social capital is defined as, “features of social life – networks, norms, and trusts – that enable participants to act 
together more effectively to pursue shared objectives.” 
6 For a description of Grammen Bank‟s program, refer to Khandker, Khalily, and Khan (1993), Hossain (1988), and 
Fuglesang and Chandler (1993). 
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assume that acquiring credit for MEs in Egypt and Turkey is as difficult as it is in other parts of 
the world. This assumption would have been very unrealistic if the degree of constraint of 
acquiring credit from sources other than microfinance institutions were on favorable terms. 
However, the degree of constraint on obtaining credit from moneylenders, relatives, and 
commercial banks is usually greater than from a microfinance institution. With available data, 
the model will not be biased toward any specific informal credit source like moneylenders and 
relatives; instead, the random sample of MEs in the data provides information on firms with a 
range of informal credit sources.  
The production function for microenterprise output is given as 
                                               1.......,,,;,,, eCNHICgKLyY   
where the entrepreneurial labor allocated to enterprise activity is L. Other variable inputs are 
capital K, consulting services Cg, and a vector of inputs I; human capital H, land N, and 
clustering C are fixed variables determining production Y; and e is an unobserved random 
variable with mean zero. A novel variable in this production function is the dummy variable for 
clustering C. UNIDO defines a cluster as a local agglomeration of enterprises producing and 
selling a range of related or complementary products within a particular industrial sector or 
subsector.
7
 Given the production function, the profit π equation is defined, conventionally as 
                                                      tsrevenue cos 8 
                                                             
7
 See Richard (1996) 
8 The profit π function according to survey questionnaire has the total costs as an addition of, wage bill (including 
social security and fringe benefits per month), raw materials and purchase of goods, energy consumption, rent, value 
added taxes, costs of financial services, and others.  
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                               2.......piIpgCgpkKplLpyY   
where lower case letters, ρy, ρl, ρk, ρg, and ρi are prices of output and variable inputs. 
Consulting services can be provided through explicit programs, or implicitly through the cluster 
due to joint interaction of enterprises, or through a business association. In either case, they are 
considered free to the firm as a public good or as a benefit of clustering, since firms do not incur 
costs for consulting services in this model and the profit function can be written as 
                                                 3.......piIpkKplLyY   
Each entrepreneur tries to maximize profits given the production function and prices. The 
profit function can be written as 
                                        4.......,,,,,,,, eCNHCgpipkplpy  
Alternatively, I can work with an asset function which can also be written as, 
                                     5.......,,,,,,,, eCNHCgpipkplpy  
The asset functions of MEs are assumed to be a function of the same factors as profits‟. I did 
not consider interest rates as a component of asset function because the MEs in Egypt and 
Turkey mostly operate in an informal credit market where the interest rate is not uniform and 
investment due to interest rate is not institutionalized. I want the econometric model for profits 
and assets to be as close to the theoretical models as possible; however, some factors, like prices, 
are absent in the econometric model due to their absence from the dataset.  
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The production and profit functions are somewhat similar to McKernan‟s (2002) production 
and profit functions. However, the microcredit setting of Grameen Bank (Bangladesh) for which 
McKernan designed the model “considers the restricted profit function when production 
decisions are separable and nonseparable from household utility considerations.”
9
 I consider the 
restricted profit function when production decisions are separable from household utility 
considerations because household labor and hired labor in Egypt and Turkey can be perfect 
substitutes. Both in Egypt and Turkey, women can work outside of home and produce. 
 The main new elements in this study are consulting services and clustering. Consulting 
services as described in the survey questionnaire are: services for setting-up enterprise, 
communication services, information (know-how, technology), financial services, management 
services, training of workers, production advice, promoting inter-firm linkages, domestic 
marketing, importing, exporting, and dispute settlement. I couldn‟t find any previous work on 
credit provision programs that included information on consulting services and clustering in the 
context of MEs. In order to find the effect of consulting services and clustering on profits and 
assets of enterprises operating in a microcredit environment, I select the unit of observation as 
MEs in Egypt and Turkey, with fewer than six employees. 
 Consulting services are likely to have a positive effect on MEs. Only providing credit to 
poor people is not enough because sustaining a livelihood requires much more than that.
10
 Ashby 
et al (2009) note, „effective coordination is especially important for pro-poor market linkages 
because a threshold level of complementary investment in several, co-dependent activities is 
needed (e.g. input delivery, finance, trading and skill training), below which separate 
                                                             
9 See McKernan‟s (2002) paper for her details of theoretical model. 
10 Jonathan Morduch 
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investments can all be ineffective.‟  Ahmed (2009) claims that ultra-poor in Bangladesh are 
unable to benefit from microcredit programs alone.  When a capability development programme 
is provided, the programme positively impacts livelihoods and 63% of households maintain asset 
growth and join microcredit programs. Even the average-level poor, who are eligible for 
microcredit need consulting services through some channel to increase productivity and to 
promote marketing of products. 
Clustering is also likely to be important to MEs. Schmitz (1999) explains that clusters, a 
geographical and sectoral concentration of enterprises, gain collective efficiency as a competitive 
advantage through local external economies and joint action. He further explains joint action as, 
„individual enterprises cooperating (for example, sharing equipment or developing a new 
product), and a group of firms joining forces in business associations, producer consortia and the 
like.‟ UNIDO defines a cluster as a local agglomeration of enterprises producing and selling a 
range of related or complementary products within a particular industrial sector or subsector.
11
 In 
this setting, a cluster is defined as a group of MEs engaged in related activities and located in 
close proximity to each other. As Schmitz (1999) hypothesizes, enterprises in a cluster can allow 
joint action which increases collective efficiency. In this model clustering is expected to provide 
benefits for the MEs, thus contributing positively to growth in their profits and assets. The 
benefit of clustering is access to implicit consulting services. Thus, this model looks at the effect 
of consulting services, made available through business associations and clusters, on growth in 
profits and assets. 
 
                                                             
11 See Richard (1996) 
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Context of MEs in Egypt and Turkey: 
Almost all developing economies are subject to credit markets divided into informal and 
formal credit markets. Hoff and Stiglitz (1990) note that a dual rural credit market operates in 
developing countries, where institutions provide credit at relatively low interest rates in the 
formal credit market, and private individuals (moneylenders, traders, commission agents, 
landlords, friends, and relatives) provide credit in the informal credit market. Egypt with a GDP 
per capita of $2,184 is subject to informal credit markets due to credit market imperfections.
12
 
El-Mahdi (2006) notes that financial institutions are unwilling to lend to small enterprises due to 
high risk and high transaction costs associated with small loans. Mohieldin and Wright (2000) 
find that beside formal collateral, social collateral is also very important in obtaining credit in the 
informal sector, and the most common source of informal finance is through Rotating Savings 
and Credit Associations (RoSCAs). They further conclude that the informal credit sector, though 
important for development, has its own barriers, and is a very imperfect substitute for formal 
credit in Egypt. It is apparent that the MEs for Egypt are facing credit market problems, and are 
subject to high costs of obtaining credit.  
Turkey with a GDP per capita exceeding $8,000 is also subject to credit market 
imperfections.
13
  The UNDP microfinance assessment report for Turkey (1997) notes that the 
prevalent source of informal credit is moneylenders, and in the formal sector, credit to MEs is 
provided through Halk Bank (the state-owned Peoples Bank) and to lesser degree through Ziraat 
Bank (the state-owned Agricultural Bank). Duman (2009) notes that chances of facing wealth 
and credit constraints are very high for self-employed microentrepreneurs, and the share of 
                                                             
12 World Bank, Egypt‟s GDP figure for 2008. 
13 World Bank, Turkey GDP figure for 2008. 
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formal and informal Small and Medium Enterprises (SMEs) obtaining funds from the formal 
banking sector have never exceeded 4%. Meanwhile, MEs employing fewer than 10 people 
make up 95% of all establishments in the Turkish economy. The small share of formal and 
informal credit going to SMEs paints a bleak credit picture for MEs in Turkey. 
Informal labor markets account for a significant portion of total employment in developing 
countries due to imperfections in labor market. The report of ERF on Egypt (2004) describes the 
strong growth in the number of employees in the informal sector, 2.4 million in 1976 to 4.8 
million in the late 1990s, to be due to the informalization of employment in the Egyptian labor 
market in the 1990s.  In the Egyptian labor market, according to this same report, „there were 9.9 
million workers in the private sector, including 2.7 million females in 2001… even the more 
reliable generator of employment, non-establishments and micro and small enterprises in the 
private sector, are (were) generally characterized by low productivity and modest earnings.‟ 
Furthermore, participation rates of males and females in the Egyptian labor force are dependent 
upon a number of factors like life cycle, educational attainment especially for females, 
urban/rural location, marital status, and number of children. So, the microenterprise employment 
that our model considers falls in the so called informal sector of Egyptian labor market.
14
 
Employment in the MEs that our model considers for Turkey also mostly falls in the 
informal labor market of Turkey, which is deemed inefficient. The ERF report for Turkey (2005) 
describes the informal sector as the main source of employment for poor, and where job creation 
is less costly due to evasion of taxation and inflexible labor market regulations. The report quotes 
                                                             
14 ERF report for Egypt notes, „the growth in number of microfirms has been phenomenal over the last two decades 
(80s and 90s), but the depth of the regulatory constraints… discourages the bulk of these enterprises from registering 
or abiding by most of the rules of formalization.  
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Turkey‟s State Institute for Statistics (SIS) definition of the informal sector: “all nonagricultural 
economic units that are incorporated (establishments whose legal position is individual 
ownership or simple partnership), paying lump-sum tax, or no tax at all and working with 1-9 
engaged person.” However, due to similarities, the agricultural sector is also considered informal 
in the report. According to the report, of total informal employment for 2003, wage earners are 
54.5%, self-employed are 35.1%, and unpaid family workers are 10.5%. The ratio of officially 
unregistered employment in the nonagricultural sector has risen steadily from 26.4% in 1995 to 




Implications of Economic Structure forModels: 
Given the setting in which MEs in Egypt and Turkey operate; most of them are likely to fall 
in the informal sector where they are faced with credit constraints. The MEs are operating on 
limited credit mostly from informal sources. In such a setting, besides other inputs, the presence 
of consulting services is expected to enable MEs‟ overall performance to increase. Clustering of 
related MEs should increase their profits and assets, too. The empirical implications of the theory 
can be stated as following hypotheses: 
1. Access to credit increases the profits and assets of MEs. 
2. Consulting services increase the profits and assets of MEs. 
3. Clustering of related MEs increase their profits and assets.  
                                                             
15 Unregistered is defined as, „all employed persons who were no registered to any social security institutions 
corresponding to their main job during the reference period.‟ 
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The next two sections describe the data on micro enterprises in Egypt and Turkey, and 
econometric methodology to test the aforementioned hypotheses. 
III. Data  
A unique panel dataset on MSEs is utilized to estimate the model. The data was collected for 
a project “Promoting Competitiveness in Micro and Small Enterprises in the MENA region” 
initiated by the ERF. Data was collected for four Middle Eastern countries: Egypt, Turkey, 
Lebanon, and Morocco. The estimation here utilizes only panel data for Egypt and Turkey due to 
incomplete information on Lebanon and Morocco. The baseline years for Egypt and Turkey 
panel datasets are 2003 and 2001. A follow-up survey was conducted in each country one year 
later to learn about the performance of enterprises. Meanwhile, a separate dataset is provided for 
the households related to surveyed entrepreneurs. 
There are many advantages to using MSE datasets; first, they convey extensive information 
about enterprises. I utilized variables provided in the enterprise datasets. The 300 variables 
collected on each enterprise can be classified under one of three subsections: “identification of 
enterprise and entrepreneur, characteristics of an enterprise and entrepreneur, and future 
prospects for enterprise. The second benefit to MSE datasets is the presence of information 
(variables) on consumption of or availability of consulting services. Also information is available 
on social capital of an enterprise in the form variables like clustering, perceived benefits of 
clustering, linkages with other enterprises and associations. It was really difficult to find a dataset 
that includes variables on consulting services for micro and small enterprises because most 
surveys focus on credit aspects of MEs. The third benefit is the big sample size and national 
coverage that results from multi-stage probability sampling for Egypt, and multi-stage systematic 
Ahmad Zia Wahdat  17 
 
sampling (stratification) for Turkey. The big sample sizes and random sampling help to take care 
of selection bias that usually appears in microfinance studies, meanwhile, providing the 
convenience of asymptotic normality. Documents related to methodology of sampling are 
provided in Appendix B.  
There are specific problems related to the datasets being used in this study. First, a recession 
in Egypt (2003/04) led to bankruptcies among large companies, and the disappearance of a large 
number of micro and small unfit enterprises.
16
 Having such a dataset from stable years would 
have helped this study to collect information on aforementioned unfit MEs. The Turkish dataset 
faces the same problem because Turkey went through a serious financial crisis in 2001 and most 
MEs were affected.  The second problem is typical of survey data; there are multibple non-
responses to critical questions. For instance, almost 60-80% of variables relating to consulting 
services, and access to credit have missing values. The third problem is the absence of sampling 
weights to correct for the oversampling of specific types of MSEs. As a result, female-headed 
enterprises make up a larger share of the sample than of the population of MEs. 
For estimation and study purposes, only those MEs are selected that have fewer than six 
workers. This cut-off point is selected because of the objectives of this study as to see if 
consulting services for MEs bring any significant change to performance. Although the micro-
enterprise definition in the broader microfinance literature means self-employed businesses that 
mostly have one or two workers, i.e. husband and wife, this study choose to inflate this number 
to five to get enough observations for estimation. And I assume that inflating the workers 
number to five should not affect the interpretation of study-results even for a microfinance 
environment.  
                                                             
16 See El-Mahdi (2006) for detailed information on the state of the economy in 2003 and 2004. 
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The Egyptian panel contains observations on the same MSEs surveyed in 2003 and 2004.  
The Egyptian enterprise dataset (2003) contains 4957 observations, out of which 97% are 
observations on firms with fewer than six employees. Only 3% of firms sampled have six or 
more employees. The follow-up enterprise dataset (2004) contains 4944 observations; only 13 
observations or enterprises drop.  
The Turkish panel datasets include the years 2001 and 2002. The first survey in Turkey 
(2001) contains 5000 observations and the second survey (2002) contains 5000 observations, too. 
Out of 5000 observations 82.3% of the MSEs observed have fewer than six workers; 17.4% have 
six or more workers.  
Most of MSEs in Egypt (2003) are situated in just three governorates: Cairo (23.56%), Giza 
(18.11%), and Assuit (18.86%). The remaining four governorates are home to 40% of these 








Governorate Freq. Percent   
  
Cairo 1168 23.56   
Assuit 935 18.86   
Giza 898 18.11   
Gharbia 452 9.12   
Alexandria 448 9.04   
Damitta 432 8.71   
Sohag 411 8.29   
Fayoum 214 4.32   
  
Table 1. Frequency of Governorates in Egypt dataset-
2003 
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It is important to understand whether MSEs‟ activities are seasonal because to know if there 
is need for seasonal adjustment. However, the percentage of permanent enterprises (Egypt) is 
quite high (97.76%), large enough to ignore seasonal dummies in our regressions. The same is 
true for enterprises in Turkey; most of the MSEs, 96.94%, are permanent. 
In the sample for Egypt, 89.53% of entrepreneurs are male and the remaining 10.47% are 
female. In Turkey, an even higher percentage of entrepreneurs are male, 93.12%. The fact that 
Urban/Rural Freq. Percent Cum. 
  
Urban 4434 89.43 89.43 
Rural 525 10.57 100 
Total 4958 100   
  
Table 2. Frequency of Egypt's urban and rural MSEs 
Permanency of 
activity of 
enterprise Freq. Percent Cum. 
Permanent 4841 97.76 97.76 
Seasonal 64 1.29 99.05 
Temporary 44 0.89 99.94 
Do not know 3 0.06 100 
Total 4952 100   
Table 3. Permanency of MSE in Egypt 
Permanency of 
activity of 
enterprise Freq. Percent Cum. 
Permanent 4847 96.94 96.94 
Seasonal 142 2.84 99.78 
Temporary 11 0.22 100 
Total 5000 100   
Table 4. Permanency of MSE in Turkey 
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the sample is weighted to over-represent female entrepreneurs  due to the much lower percentage 
of female entrepreneurs in the population.  
 
  Another interesting fact of the Egyptian MSEs, in terms of structure of work place, turns out 
to be the high percentage of shops (77.76%). Only 11.51% of MSEs operate in a workshop or 
factory. Most of the shops and workshops are privately owned, since 66.2% of entrepreneurs are 






Similar to Egypt, a high percentage of Turkish MSEs operate in shops, 65.61%, and  only 
24.34% in factories or workshops. 77.52% of the business entities have their owners as person 
Gender Freq. Percent Cum. 
 Male 4439 89.53 89.53 
Female 519 10.47 100 
Table 5. Gender Frequency in Egypt's MSE 
Gender Freq. Percent Cum. 
Male 4656 93.12 93.12 
Female 344 6.88 100 
Table 6. Gender Frequency in Turkey's MSE 
Description of 
work place Freq. Percent   
Shop 3845 77.76   
Workshop/Factory 569 11.51   
Open space 172 3.48   
Kiosk 114 2.31   
Office 63 1.27   
Room 53 1.07   
Apartment 49 0.99   
Other 38 0.77   
Vehicle 23 0.47   
Separate Building 19 0.38   
Total 4945 100   
Table 7. Frequency of MSE workplace in Egypt 
Ownership Freq.  Percent Cum. 
Owner  3279 66.2 66.2 
Manager 1674 33.8 100 
Total 4953 100   
Table 8. Frequency of MSE's ownership 
Ahmad Zia Wahdat  21 
 




work place Freq. Percent   
Shop 3278 65.61   
Workshop/Factory 1216 24.34   
Office 219 4.38   
Separate Building 98 1.96   
Open space 66 1.32   
Kiosk 63 1.26   
Room 35 0.7   
Apartment 14 0.28   
Other 5 0.1   
Vehicle 2 0.04   
Total 4996 100   







Ownership Freq.  Percent Cum. 
Owner  3876 77.52 77.52 
Manager 1124 22.48 100 
Total 5000 100   
Table 10. Frequency of MSE's ownership 
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IV. Econometric Methodology 
In this part I report on the econometric models used to test the hypotheses. The first set of 
regressions has the regressand as profits in the baseline year. The estimates use the cross-
sectional variation in baseline characteristics of the enterprises to explain variation in baseline 
profits across MEs. The second set of estimates differs only in the regressand, having profits 
from the second sample, following year. The second equation is estimated to see if regressors of 
interest in the baseline year can explain profits in following years. The same two types of 
equations are estimated with assets as regressand. All four equations are estimated for Egypt and 
Turkey, separately; thus making eight tables of results in total.  
All models are multivariate OLS log-level models. Careful attention is paid to testing for 
violations of the assumptions required for best linear unbiased estimators, and normality of 
population error u.
17
 Due to the random stratified sampling nature of data and the large samples, 
the econometric analysis is safe of any serious pitfalls. Lagged profits and assets are included as 
regressors in profits and assets models, respectively, to account for those relevant enterprise 
characteristics that carry over from the previous year. Self-selection bias is avoided since these 
are large random samples, which average out self-selection of MEs for clustering and consulting 
services because clustering and consulting services also benefit firms that are not performing 
well. Clustering is a form of social capital that can emerge separately in between firms, whether 
they perform well or not, especially in developing countries.  Due to large sample sizes and log-
level models, error u will be normal.
18
 Testing for covariance between variables, multi 
collinearity does not seem an issue.  
                                                             
17 See Wooldridge (2009), Introductory Econometrics, 4e, for assumptions. 
18 Page 119, Wooldridge (2009), Introductory Econometrics, 4e.  
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Endogeneity is always a potential problem. It seems likely that there is simultaneity between 
regressors i.e. credit_access, workers, work_hrs and regressands i.e. profits and assets, in the 
eight regression models. Initially, the use of IV was tried, to take care of endogeneity; however, 
finding reasonable IV in the given dataset was difficult. Indeed, including lagged profits and 
assets as regressors can take care of simultaneity. For instance, it is possible that an increase in 
profits in 2004 can increase likelihood of having access to credit; however, the regressor 
credit_access is from base year (2003) meaning that increase in profits of 2004 is unlikely to 
affect access to credit in 2003.  Still, profit03 has positive correlation with credit_access (2003) 
and so profit03 is included as a lagged control regressor in profit04 regression model. The main 
problem of endogeneity arises in those profits and assets regression models where both the 
regressands and regressors are from baseline years. In this case, there is likelihood of 
simultaneity between regressands and regressors of concern, for instance, between profit03 and 
credit_access (2003), then the inclusion of profits02 does not help considerably because of the 
memory bias attached with it. The survey question on profits02 asks, “What were your profits in 
the survey month during last year?” so the data on profits02 is based on recall not on specific 
business records. Therefore, in the results section, I only report the robust results from four 
regression tables that have regressors from baseline years and the regressand from the following 
year. 
Having the first dataset containing information on clustering, Consulting services, and credit 
makes it possible to test the hypotheses for micro and small enterprises.  
Following is the general empirical model for both profits and assets and their determinants: 
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where,                         a = profits or assets for Egypt (2002 or 2003); for Turkey (2000 or 2001) 
                                    t = year, 2003 baseline year for Egypt, and 2001 baseline year for Turkey                   
                                    j = micro-enterprise, j = 1, 2, 3, …, n   
 
Starting with regressands, profits and assets, each one measures the performance of a micro-
enterprise in a given month of a year, at the time of interview. Both profits and assets appear in 
natural log form in the regressions.  
There are 22 regressors in the model that are carefully selected to make the model complete, 
possibly. The regressors are:  
Preceding year profits or assets describe profits and assets of the year preceding the 
baseline year. These regressors are in local currency units and appear in natural log form. These 
are expected to have positive effect on profits and assets. Even in unstable economic conditions, 
profits and assets in one year can explain, to some extent, profits and assets in another year.  
Access to Credit (credit_access) is one variable that I expect to be positively related to 
profits and assets. The survey question asked “Enterprise had access to financial services during 
last 12 months?” The variable appears as dummy, and assigns 1 if the entrepreneur answered 
positively. McKernan (2002) finds a positive effect of credit bundled with training in microcredit 
programs on self-employment profits. I expect a positive effect of base year credit access on 
profits and assets. 
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Access to Business Support Services (access) is another dummy variable. It is assigned the 
value 1 if an “enterprise had access to other business support services during last 12 months?”, 
and zero otherwise. The type of business support services included as examples in the survey 
were support service for information (know-how, technology), management, training of workers, 
production, promoting inter-firm linkages, domestic marketing, and exporting. Related to our 
hypotheses, these base year consulting services should have positive effects on  subsequent 
profits and assets.  
Part of Cluster or Estate (cluster_estate) means that an enterprise is either part of a cluster 
or industrial estate in the base year. A value of 1 is assigned if the enterprise is part of either a 
cluster or estate, and zero if not part of either. Related to our hypotheses, this variable should be 
positively related to profits and assets of an enterprise. The dummy variable Cluster takes on a 
value of 1, if a ME is part of a cluster. Cluster is included to find the sole impact of clustering on 
profits and assets And it should be positively significant. 
Benefits Derived from Cluster or Estate have been divided into two variables 
(cluster_benefit1) and (cluster_benefit2). The first variable takes on a value of 1 if the ME 
reports receiving the type of consulting services from a cluster or estate that relate to tangible 
aspects of an enterprise like setting-up the enterprise, financial advice, management, training of 
workers, and production. The second benefit dummy takes on a value of 1 if the ME reports 
consulting services related to the intangible aspects of an enterprise like communication services, 
information (know-how, technology), promoting inter-firm linkages, domestic marketing, 
importing, exporting, and dispute settlement. The variables are important for our hypotheses 
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because MEs that report receiving such services in the base year should have higher profits and 
assets.  
Benefit Derived from Association is similar to the previous cluster or estate benefit 
dummies, except the reported benefit is one that a ME derived from an association, which is a 
chamber of commerce, specialized federation of industries, or geographical federation in the 
survey questionnaire. Its two benefit types are (assoc_benefit1) and (assoc_benefit2) with similar 
interpretations as in cluster_benefit variables. I expect these two variables to be positive, and will 
help to explain whether consulting services delivered via business associations explain profits 
and assets (hypotheses).  
Needed Finance (needed_finance) and Needed Business Support Services 
(needed_sprtsrvce) are two variables that indicate whether or not MEs reported financial services 
and consulting constraints.  The variables take value zero if there is no constraint (or slight 
constraint), and 1 if the constraint is severe. Since constraints relate to profits and assets in a 
negative fashion, the variables are expected to have negative coefficients.  
Loans (loan) and Other Sources of Initial Capital (other_credit) describe the main sources 
of initial capital. If an enterprise had received formal and/or informal loans, then a value 1 is 
assigned, and zero otherwise. The other_credit variable takes a value of 1 if the ME has used 
own savings, inheritance, or remittances to finance the enterprise. The coefficient on loan could 
be either positive or negative because pressure of loan liability at start-up of business might 
affect a business either way. However, a positive coefficient is expected for other_credit because 
this initial capital source is mainly from family sources.     
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Infrastructure Constraints (infra_cnstrn) is a dummy variable to capture constraints reported 
by MEs such as inadequate access to water, electricity, telephone, roads, and transportation for 
workers. It takes a value zero if MEs report none of the above as constraints. Since infrastructure 
plays an important role in an enterprise‟s performance, constraints on it would have a negative 
effect on profits and assets.  
Scope of Market (scope) during last 12 months of business activity records whether the 
existing market for MEs‟ products is local and regional (1) or not (0). It is not clear whether this 
variable will have a positive or negative coefficient because the local market for products and 
services can be extremely competitive or not at all. 
The survey respondents were asked, “Had you acquired an official business license at start-
up time of enterprise?” The variable Official Business License (license) takes a value of 1 if the 
respondent answered positively. Since official license grants credibility to an enterprise‟s status, 
it could have positive effect on profits and assets. It might be also the case that license has a 
negative effect on profits because if the regulatory environment for enterprises is not support-
oriented, then the license may become a barrier to good performance.  
Each ME reports qualitatively on the “technology used in the production process of 
enterprise”. The variable technology takes on a value of zero if the technology is described 
„traditional‟ and 1 if it is reported to be „up-to-date‟. Indeed, presence of up-to-date technology 
should be positively related to assets and profits.  
The remaining variables are marital status (marital) of the entrepreneur, number of workers 
in enterprise (workers), the education level attained by the entrepreneur (educ), daily work hours 
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of enterprise (wrk_hrs), work environment safety (safety), and gender of entrepreneur (gender).  
Except marital, safety, and gender that appear as dummy variables, the remaining variables are 
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V. Results 
In the result section, the outcomes of the regression models are presented.
 19
 As described in 
previous section, out of eight set of regression results only four have robust estimates. The four 
sets of regression results reported are the ones that have all regressors from baseline year and the 
regressand from following year. Since there are more than 15 variables, it is better to focus first 
on variables of interest relevant to the main three hypotheses.  
First, the results from profit regression models for Egypt and Turkey are discussed. Few of 
the coefficients in the profit regressions have the expected signs and significance. In Egypt‟s 
second regression model (2004) there is insignificance among all of hypotheses-related 
variables‟ coefficients, except access (t= 2.45) significant at 5% level, and  it implies that, on 
average, MEs that have access to unit support services in 2003 have 35.6% decrease in profits in 




In Turkey‟s second profit regression model (2002), almost all of the hypotheses-related 
variables are insignificant at 10% level. Coefficient on variable credit_access (t= 1.61) is 
significant at 15% level, thus MEs that have access to credit services in 2001 have on average 
24.32% less profit in 2002 compared to MEs that do not have credit services access, everything 
else fixed. Once again access to credit services shouldn‟t be affecting profits negatively, for 
instance, studies like Love and Sanchez (2009) find “that credit constraints influence negatively 
                                                             
19 OLS estimates of regression for profit and asset model are presented in Appendix A. 
20 In order to approximate %Δŷ more accurate, %Δŷ= 100[exp (β^k) – 1] is used. Wooldridge (2009) explains, “the 
approximation error occurs because, as the change in log(y) becomes larger and larger, the approximation %Δŷ ≈ 
100*Δlog(y) becomes more and more inaccurate.”  
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the investment (capital assets) behavior of individual entrepreneurs and enterprises”, which in 
return can affect the profits of enterprises. I will rely of Love and Sanchez (2009) finding in this 
case and consider some type of minor problem in the regression that makes coefficient on 
credit_access negative. 
Second, the results from asset regression models for Egypt and Turkey appear more 
supportive to hypotheses. In Egypt‟s assets regression model (2004) coefficients on access 
(t=1.83), cluster (t= 2.06), cluster_estate (t= 2.57), assoc_benefit2 (t= 4.33), and 
needed_finance (t= 4.49) are individually significant at 10%, 5%, 5%, 1% and 1% levels, 
respectively. On average, access to consulting services in 2003 helps MEs‟ assets to grow by 
103.6% in 2004 compared to MEs that don‟t have access to consulting services, other factors 
fixed. MEs that exist in a cluster in 2003 have on average 41.62% more assets in 2004 compared 
to MEs that do not exist in cluster, other factors fixed. On average, MEs that exist in cluster or 
estate have 34.63% fewer assets in 2004 compared to MEs not existing in cluster or estate, other 
factors fixed. The lower assets can be due to estates that are unlike clusters.  MEs that receive 
intangible consulting services from associations, on average, have 58.6% more assets in 2004 
compared to MEs that don‟t have, other factors fixed. This again signifies the importance of 
consulting services and cluster type structures in affecting MEs performance positively. 
Interestingly, MEs that are in need of financial services in 2003 have on average 29.7% fewer 
assets in 2004 compared to MEs that are not in need of financial services, other factors fixed. 
This finding indirectly supports the hypothesis that access to credit (financial services) increases 
assets of MEs.  
In case of Turkey‟s assets regression model (2002), all of the coefficients on hypotheses-
related variables are insignificant, except cluster_estate (t= 1.74) which is significant at 10%. 
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Thus, being part of a cluster or industrial estate in year (2001) increases assets level by 22.2% in 
2002 compared to MEs that are not part of cluster or industrial estate, everything else fixed. A 
finding that clustering helps better performance of MEs.    
Non-hypotheses related variables: 
The four regression models provide interesting results regarding non-hypotheses related 
variables. Coefficient on variable workers is significant in three regression models i.e. Egypt 
profit 2004, Egypt assets 2004, and Turkey assets 2002 with 5%, 1%, and 1% significance levels, 
respectively. MEs in Egypt that increase numbers of workers by one unit, on average, have 2.3% 
decrease in profits in 2004; however, an increase in number of workers increase assets level in 
Egypt (2004) and Turkey (2002) by 26.9% and 17%, respectively, other factors fixed.  
Coefficient on variable technology is significant in regression model Egypt profit 2004 and 
Turkey assets 2002 with 10% and 1% significance levels, respectively. MEs in Egypt and Turkey 
that are using up to date technology have 4.9% more profits and 27.3% more assets, respectively, 
compared to MEs that utilize old technology, on average. 
In case of variable safety, the coefficients are significant in two regression models i.e. 
Turkey profit 2002 and Turkey assets 2002 with 1% significance levels. Turkish MEs that have 
safe work environments have 97.7% more profits and 26.5% more assets in 2002 compared to 
MEs that don‟t have safe work environments, on average.  
To conclude the results section, I find scattered evidence supporting the hypotheses: 
clustering of MEs, consulting services, and access to credit affect profits and assets of MEs in a 
positive fashion. The evidence in Egypt and Turkey profits models is limited, with only two 
significant variables access and credit_access, which supports two hypotheses i.e. the consulting 
and access to credit hypotheses. The negative signs of both coefficients can be refuted because I 
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find that access to consulting services increase assets, so the relation should be the same to 
profits. And the negative sign of credit_access can be refuted based on Love and Sanchez (2009) 
findings. 
In case of assets equation, our hypotheses find strong evidence. Ample evidence is found in 
two models of assets that clustering of MEs is beneficial for assets level of MEs. Access to 
consulting services or usage of these services helps MEs with acquisition of new assets. Access 
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VI. Conclusion 
Since MEs contribute substantially to economic growth of countries and are the main source 
of employment for the poor, various studies have looked into different factors, especially credit, 
affecting MEs‟ performance. As much as credit is vital to MEs performance, by the same token, 
consulting services and clustering are also vital. Due to this reason, this study looked into 
Egyptian and Turkish MEs, to find the effect of consulting services and clustering on MEs‟ 
profits and assets.  
Considering four regression models of profits and assets, altogether, for Egypt and Turkey, I 
find that consulting services and clustering have substantial impact on MEs‟ profits and assets. 
Meanwhile, access to credit is also important. For policy considerations, it is necessary that 
governments and microfinance institutions provide MEs with consulting services, for instance, 
managerial know-how, product marketing, and communication services. Besides, those MEs that 
already have formed a cluster or exist in a cluster should be supported through services that 
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Appendix A 
Table A.1 – OLS Regression Results: Egypt profit regression model for year 
2004 with regressors from 2003. 
VARIABLES profit04 SE t-value 
profit03 0.0110* -0.0065 1.691 
credit_access -0.0599 -0.0483 -1.242 
access -0.440** -0.18 -2.445 
cluster_estate -0.0573 -0.0763 -0.751 
cluster 0.00334 -0.078 0.0428 
cluster_benefit1 -0.0536 -0.0557 -0.962 
cluster_benefit2 0.0103 -0.0382 0.268 
assoc_benefit1 0.0337 -0.0382 0.882 
assoc_benefit2 0.068 -0.0492 1.382 
needed_finance 0.0368 -0.0362 1.018 
needed_sprtsrvce -0.0139 -0.0325 -0.43 
loan 0.0398 -0.0635 0.626 
other_credit -0.00611 -0.049 -0.125 
infra_cnstrn -0.0136 -0.0862 -0.157 
scope -0.00858 -0.324 -0.0264 
license 0.0394 -0.0253 1.557 
technology 0.0499* -0.0263 1.893 
marital -0.00567 -0.0229 -0.248 
workers -0.0239** -0.0107 -2.231 
educ -0.00246 -0.00185 -1.329 
work_hrs -0.00193 -0.00355 -0.544 
safety -0.0138 -0.0373 -0.371 
gender -0.00622 -0.0329 -0.189 
Constant 0.342 -0.344 0.995 
Observations 4341 
  R-squared 0.009 
  *** p<0.01, ** p<0.05, * p<0.1   
   
The asterisks represent coefficients‟ significance levels at 1%, 5%, and 10%, respectively.  
Due to the inclusion of lagged profit regressor (profit03), the OLS results are considered robust. 
For explanation of regressors, please refer to section IV, econometric methodology. 
Source: Author‟s computations based on 2003/04 ERF data for Egypt. Data available in “The 
Micro and Small Enterprises Dataset for MENA countries (Egypt, Lebanon, Morocco, Turkey). 
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Table A.2 – OLS Regression Results: Turkey profit regression model for year 
2002 with regressors from 2001. 
VARIABLES profit02 SE t-value 
profit01 0.155*** -0.0213 7.264 
credit_access -0.279 -0.173 -1.611 
access 0.0508 -0.225 0.226 
cluster_estate 0.212 -0.325 0.655 
cluster -0.408 -0.359 -1.138 
cluster_benefit1 -0.355 -0.486 -0.731 
cluster_benefit2 0.212 -0.355 0.596 
assoc_benefit1 -0.0264 -0.25 -0.106 
assoc_benefit2 -0.111 -0.349 -0.317 
needed_finance -0.166 -0.264 -0.628 
needed_sprtsrvce 0.107 -0.231 0.462 
loan 0.206 -0.372 0.554 
other_credit 0.375 -0.307 1.221 
scope 0.39 -0.611 0.638 
license 0.106 -0.187 0.565 
technology -0.174 -0.16 -1.089 
marital -0.0266 -0.196 -0.135 
workers -0.102 -0.0694 -1.477 
educ 0.0173 -0.0235 0.737 
work_hrs 0.0484 -0.0306 1.582 
safety 0.683*** -0.169 4.042 
gender 0.482 -0.337 1.43 
Constant -1.730* -0.944 -1.833 
Observations 1281 
  R-squared 0.07 
  *** p<0.01, ** p<0.05, * p<0.1   
   
The asterisks represent coefficients‟ significance levels at 1%, 5%, and 10%, respectively. 
Due to the inclusion of lagged profit regressor (profit01), the OLS results are considered robust. 
For explanation of regressors, please refer to section IV, econometric methodology. 
Source: Author‟s computations based on 2001/02 ERF data for Turkey. Data available in “The 
Micro and Small Enterprises Dataset for MENA countries (Egypt, Lebanon, Morocco, Turkey). 
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Table A.3 – OLS Regression Results: Egypt assets regression model for year 
2004 with regressors from 2003. 
VARIABLES assets04 SE t-value 
assets03 0.117*** -0.0153 7.647 
credit_access -0.0448 -0.104 -0.429 
access 0.712* -0.39 1.827 
cluster_estate -0.425** -0.165 -2.572 
cluster 0.348** -0.169 2.059 
cluster_benefit1 -0.172 -0.12 -1.434 
cluster_benefit2 0.0496 -0.0831 0.597 
assoc_benefit1 -0.0757 -0.0827 -0.916 
assoc_benefit2 0.461*** -0.107 4.326 
needed_finance -0.352*** -0.0784 -4.495 
needed_sprtsrvce 0.0373 -0.0703 0.531 
loan 0.0625 -0.137 0.455 
other_credit -0.0853 -0.106 -0.805 
infra_cnstrn 1.079*** -0.186 5.798 
scope -1.497** -0.702 -2.133 
license 0.445*** -0.0551 8.09 
technology 0.0182 -0.0572 0.318 
marital 0.120** -0.0496 2.419 
workers 0.270*** -0.0234 11.53 
educ 0.0481*** -0.004 12.02 
work_hrs 0.00685 -0.00774 0.885 
safety -0.146* -0.0808 -1.803 
gender -0.0791 -0.0713 -1.109 
Constant 7.622*** -0.747 10.21 
Observations 4341 
  R-squared 0.177 
  *** p<0.01, ** p<0.05, * p<0.1   
   
The asterisks represent coefficients‟ significance levels at 1%, 5%, and 10%, respectively. 
Due to the inclusion of lagged assets regressor (assets03), the OLS results are considered robust. 
For explanation of regressors, please refer to section IV, econometric methodology. 
Source: Author‟s computations based on 2003/04 ERF data for Egypt. Data available in “The 
Micro and Small Enterprises Dataset for MENA countries (Egypt, Lebanon, Morocco, Turkey). 
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Table A.4 – OLS Regression Results: Turkey assets regression model for year 
2002 with regressors from 2001. 
VARIABLES assets02 SE t-value 
assets01 0.459*** -0.0137 33.43 
credit_access 0.0183 -0.0649 0.282 
access -0.0647 -0.0859 -0.752 
cluster_estate 0.222* -0.127 1.743 
cluster 0.051 -0.14 0.365 
cluster_benefit1 0.000323 -0.179 0.00181 
cluster_benefit2 0.06 -0.141 0.427 
assoc_benefit1 0.0551 -0.0941 0.586 
assoc_benefit2 0.105 -0.122 0.86 
needed_finance 0.0363 -0.0994 0.365 
needed_sprtsrvce -0.119 -0.0886 -1.339 
loan 0.0114 -0.142 0.0803 
other_credit 0.128 -0.116 1.104 
scope -0.653*** -0.189 -3.459 
license 0.0949 -0.0759 1.25 
technology 0.273*** -0.0592 4.617 
marital 0.197*** -0.0756 2.607 
workers 0.171*** -0.0262 6.52 
educ 0.0488*** -0.00884 5.52 
work_hrs -0.00358 -0.0115 -0.31 
safety 0.266*** -0.0657 4.045 
gender -0.255* -0.133 -1.912 
Constant 8.145*** -0.389 20.95 
Observations 2730 
  R-squared 0.412 
  *** p<0.01, ** p<0.05, * p<0.1   
   
The asterisks represent coefficients‟ significance levels at 1%, 5%, and 10%, respectively.  
Due to the inclusion of lagged assets regressor (assets01), the OLS results are considered robust. 
For explanation of regressors, please refer to section IV, econometric methodology. 
Source: Author‟s computations based on 2001/02 ERF data for Turkey. Data available in “The 
Micro and Small Enterprises Dataset for MENA countries (Egypt, Lebanon, Morocco, Turkey). 
 
 
Ahmad Zia Wahdat  40 
 
Table A.5 – OLS Regression Results: Egypt profit regression model for year 
2004 without lagged profit regressor. 
VARIABLES profit04 SE t-value 
credit_access -0.0638 -0.0483 -1.321 
access -0.438** -0.18 -2.432 
cluster_estate -0.0711 -0.0759 -0.936 
cluster 0.0193 -0.0777 0.248 
cluster_benefit1 -0.0363 -0.0556 -0.653 
cluster_benefit2 0.00795 -0.0382 0.208 
assoc_benefit1 0.0386 -0.0382 1.01 
assoc_benefit2 0.0672 -0.0492 1.364 
needed_finance 0.0309 -0.0361 0.856 
needed_sprtsrvce -0.0102 -0.0325 -0.313 
loan 0.0361 -0.0635 0.568 
other_credit -0.00862 -0.0491 -0.176 
infra_cnstrn -0.0233 -0.0861 -0.27 
scope 0.00826 -0.325 0.0254 
license 0.0401 -0.0254 1.582 
technology 0.0549** -0.0263 2.087 
marital -0.00613 -0.0229 -0.268 
workers -0.0267** -0.0106 -2.518 
educ -0.00252 -0.00185 -1.363 
work_hrs -0.00185 -0.00355 -0.52 
safety -0.0111 -0.0374 -0.298 
gender -0.00553 -0.0329 -0.168 
Constant 0.341 -0.344 0.99 
Observations 4345 
  R-squared 0.008 
  *** p<0.01, ** p<0.05, * p<0.1   
   
The asterisks represent coefficients‟ significance levels at 1%, 5%, and 10%, respectively.  
OLS results are provided for comparison with Table A.1. The results are considered endogenous 
in the absence of lagged profit regressor (profit03). 
For explanation of regressors, please refer to section IV, econometric methodology. 
Source: Author‟s computations based on 2003/04 ERF data for Egypt. Data available in “The 
Micro and Small Enterprises Dataset for MENA countries (Egypt, Lebanon, Morocco, Turkey). 
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Table A.6 – OLS Regression Results: Turkey profit regression model for year 
2002 without lagged profit regressor. 
VARIABLES profit02 SE t-value 
credit_access -0.395** -0.175 -2.254 
access 0.0644 -0.23 0.28 
cluster_estate 0.271 -0.323 0.841 
cluster -0.363 -0.361 -1.007 
cluster_benefit1 -0.532 -0.478 -1.114 
cluster_benefit2 0.203 -0.353 0.575 
assoc_benefit1 0.00753 -0.257 0.0293 
assoc_benefit2 0.0279 -0.34 0.082 
needed_finance 0.0531 -0.265 0.2 
needed_sprtsrvce 0.0351 -0.234 0.15 
loan 0.146 -0.376 0.389 
other_credit 0.237 -0.307 0.773 
scope 0.0366 -0.598 0.0613 
license -0.0206 -0.189 -0.109 
technology -0.198 -0.161 -1.235 
marital -0.0427 -0.198 -0.215 
workers -0.103 -0.0695 -1.484 
educ 0.0285 -0.0235 1.212 
work_hrs 0.0624** -0.0311 2.008 
safety 0.602*** -0.172 3.495 
gender 0.552* -0.326 1.692 
Constant -1.483 -0.941 -1.576 
Observations 1388 
  R-squared 0.025 
  *** p<0.01, ** p<0.05, * p<0.1   
   
The asterisks represent coefficients‟ significance levels at 1%, 5%, and 10%, respectively. 
OLS results are provided for comparison with Table A.2. The results are considered endogenous 
in the absence of lagged profit regressor (profit01). 
For explanation of regressors, please refer to section IV, econometric methodology. 
Source: Author‟s computations based on 2001/02 ERF data for Turkey. Data available in “The 
Micro and Small Enterprises Dataset for MENA countries (Egypt, Lebanon, Morocco, Turkey). 
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Table A.7 – OLS Regression Results: Egypt assets regression model for year 
2004 without lagged assets regressor. 
VARIABLES assets04 SE t-value 
credit_access -0.0776 -0.105 -0.739 
access 0.762* -0.392 1.943 
cluster_estate -0.568*** -0.165 -3.441 
cluster 0.495*** -0.169 2.932 
cluster_benefit1 -0.141 -0.121 -1.17 
cluster_benefit2 0.114 -0.0831 1.374 
assoc_benefit1 -0.0756 -0.0831 -0.91 
assoc_benefit2 0.498*** -0.107 4.653 
needed_finance -0.374*** -0.0786 -4.752 
needed_sprtsrvce 0.0528 -0.0706 0.747 
loan 0.0494 -0.138 0.357 
other_credit -0.0906 -0.107 -0.849 
infra_cnstrn 1.099*** -0.187 5.865 
scope -1.458** -0.706 -2.065 
license 0.485*** -0.0552 8.785 
technology 0.0612 -0.0572 1.07 
marital 0.114** -0.0499 2.28 
workers 0.305*** -0.0231 13.24 
educ 0.0500*** -0.00402 12.46 
work_hrs 0.0138* -0.00773 1.783 
safety -0.136* -0.0813 -1.674 
gender -0.092 -0.0717 -1.283 
Constant 8.122*** -0.749 10.85 
Observations 4345 
  R-squared 0.166 
  *** p<0.01, ** p<0.05, * p<0.1   
   
The asterisks represent coefficients‟ significance levels at 1%, 5%, and 10%, respectively.  
OLS results are provided for comparison with Table A.3. The results are considered endogenous 
in the absence of lagged assets regressor (assets03). 
For explanation of regressors, please refer to section IV, econometric methodology. 
Source: Author‟s computations based on 2003/04 ERF data for Egypt. Data available in “The 
Micro and Small Enterprises Dataset for MENA countries (Egypt, Lebanon, Morocco, Turkey). 
 
Ahmad Zia Wahdat  43 
 
Table A.8 – OLS Regression Results: Turkey assets regression model for year 
2002 without lagged assets regressor. 
VARIABLES assets02 SE t-value 
credit_access 0.0152 -0.0767 0.198 
access 0.0468 -0.102 0.46 
cluster_estate 0.392*** -0.149 2.627 
cluster 0.0339 -0.165 0.206 
cluster_benefit1 -0.0928 -0.211 -0.44 
cluster_benefit2 0.062 -0.166 0.374 
assoc_benefit1 0.146 -0.111 1.32 
assoc_benefit2 0.304** -0.144 2.115 
needed_finance 0.0134 -0.117 0.115 
needed_sprtsrvce 0.00417 -0.105 0.0398 
loan -0.201 -0.168 -1.19 
other_credit 0.107 -0.137 0.777 
scope -0.751*** -0.221 -3.394 
license 0.178** -0.0896 1.982 
technology 0.443*** -0.0695 6.369 
marital 0.329*** -0.0894 3.68 
workers 0.367*** -0.0303 12.13 
educ 0.102*** -0.0103 9.903 
work_hrs -0.00183 -0.0137 -0.134 
safety 0.395*** -0.0776 5.088 
gender -0.515*** -0.155 -3.312 
Constant 14.27*** -0.401 35.56 
Observations 2770 
  R-squared 0.169 
  *** p<0.01, ** p<0.05, * p<0.1   
   
The asterisks represent coefficients‟ significance levels at 1%, 5%, and 10%, respectively.  
OLS results are provided for comparison with Table A.4. The results are considered endogenous 
in the absence of lagged assets regressor (assets01). 
For explanation of regressors, please refer to section IV, econometric methodology. 
Source: Author‟s computations based on 2001/02 ERF data for Turkey. Data available in “The 
Micro and Small Enterprises Dataset for MENA countries (Egypt, Lebanon, Morocco, Turkey). 
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Regression results considered endogenous 
Table A.9 – OLS Regression Results: Egypt profit regression model for year 
2003 with regressors from 2003. 
VARIABLES profit03 SE t-value 
profit02 0.928*** -0.00598 155.2 
credit_access 0.0527 -0.043 1.223 
access 0.0491 -0.179 0.274 
cluster_estate -0.0423 -0.07 -0.604 
cluster 0.034 -0.0717 0.474 
cluster_benefit1 0.0342 -0.049 0.697 
cluster_benefit2 0.0327 -0.034 0.962 
assoc_benefit1 -0.0354 -0.0333 -1.063 
assoc_benefit2 0.000694 -0.0427 0.0163 
needed_finance 0.0133 -0.0324 0.41 
needed_sprtsrvce 0.0651** -0.0295 2.211 
loan -0.192*** -0.0591 -3.259 
other_credit -0.0932** -0.0444 -2.099 
infra_cnstrn -0.147* -0.0867 -1.69 
scope 0.00952 -0.269 0.0354 
license 0.0221 -0.0254 0.872 
technology 0.0572** -0.024 2.386 
marital -0.00626 -0.021 -0.298 
workers -0.0202** -0.00949 -2.125 
educ -0.00373** -0.00164 -2.271 
work_hrs -0.000545 -0.00322 -0.169 
safety 0.0382 -0.0334 1.144 
gender -0.0359 -0.0304 -1.182 
Constant 0.142 -0.29 0.49 
Observations 3709 
  R-squared 0.874 
  *** p<0.01, ** p<0.05, * p<0.1   
   
The asterisks represent coefficients‟ significance levels at 1%, 5%, and 10%, respectively.  
For explanation of regressors, please refer to section IV, econometric methodology. 
Source: Author‟s computations based on 2003/04 ERF data for Egypt. Data available in “The 
Micro and Small Enterprises Dataset for MENA countries (Egypt, Lebanon, Morocco, Turkey). 
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Table A.10 – OLS Regression Results: Turkey profit regression model for year 
2001 with regressors from 2001. 
VARIABLES profit01 SE t-value 
profit00 0.812*** -0.0158 51.46 
credit_access -0.0576 -0.125 -0.459 
access 0.144 -0.168 0.859 
cluster_estate -0.500** -0.248 -2.015 
cluster 0.197 -0.27 0.73 
cluster_benefit1 -0.24 -0.355 -0.677 
cluster_benefit2 0.497* -0.275 1.808 
assoc_benefit1 0.222 -0.177 1.255 
assoc_benefit2 0.0022 -0.223 0.00984 
needed_finance -0.216 -0.191 -1.131 
needed_sprtsrvce -0.419** -0.172 -2.434 
loan -0.0523 -0.277 -0.189 
other_credit 0.201 -0.224 0.897 
scope 1.033*** -0.355 2.909 
license -0.402*** -0.144 -2.786 
technology -0.311*** -0.113 -2.753 
marital -0.163 -0.145 -1.125 
workers 0.023 -0.0484 0.476 
educ 0.0568*** -0.0166 3.427 
work_hrs 0.0551*** -0.0211 2.616 
safety 0.167 -0.126 1.331 
gender 0.0756 -0.241 0.314 
Constant -2.101*** -0.638 -3.291 
Observations 2926 
  R-squared 0.495 
  *** p<0.01, ** p<0.05, * p<0.1   
   
The asterisks represent coefficients‟ significance levels at 1%, 5%, and 10%, respectively.  
For explanation of regressors, please refer to section IV, econometric methodology. 
Source: Author‟s computations based on 2001/02 ERF data for Turkey. Data available in “The 
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Table A.11 – OLS Regression Results: Egypt assets regression model for year 
2003 with regressors from 2003. 
VARIABLES assets03 SE t-value 
assets02 0.219*** -0.0138 15.86 
credit_access -0.375*** -0.107 -3.493 
access 0.358 -0.448 0.8 
cluster_estate -1.079*** -0.174 -6.195 
cluster 1.178*** -0.178 6.603 
cluster_benefit1 0.311** -0.122 2.548 
cluster_benefit2 0.439*** -0.0849 5.169 
assoc_benefit1 0.00271 -0.0832 0.0326 
assoc_benefit2 0.193* -0.107 1.807 
needed_finance -0.0575 -0.0808 -0.712 
needed_sprtsrvce 0.098 -0.0736 1.331 
loan -0.0226 -0.148 -0.153 
other_credit -0.0359 -0.111 -0.324 
infra_cnstrn -0.227 -0.208 -1.092 
scope 0.523 -0.672 0.779 
license 0.226*** -0.0631 3.58 
technology 0.341*** -0.0601 5.678 
marital -0.0552 -0.0524 -1.054 
workers 0.226*** -0.0242 9.317 
educ 0.00758* -0.00415 1.828 
work_hrs 0.0368*** -0.00806 4.561 
safety 0.118 -0.0833 1.414 
gender -0.133* -0.0749 -1.769 
Constant 3.082*** -0.727 4.242 
Observations 3732 
  R-squared 0.211 
  *** p<0.01, ** p<0.05, * p<0.1   
   
The asterisks represent coefficients‟ significance levels at 1%, 5%, and 10%, respectively.  
For explanation of regressors, please refer to section IV, econometric methodology. 
Source: Author‟s computations based on 2003/04 ERF data for Egypt. Data available in “The 
Micro and Small Enterprises Dataset for MENA countries (Egypt, Lebanon, Morocco, Turkey). 
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Table A.12 – OLS Regression Results: Turkey assets regression model for year 
2001 with regressors from 2001. 
VARIABLES assets01 SE t-value 
assets00 0.556*** -0.00915 60.79 
credit_access -0.121** -0.0614 -1.973 
access 0.221*** -0.0822 2.692 
cluster_estate 0.201* -0.122 1.646 
cluster 0.0581 -0.134 0.434 
cluster_benefit1 -0.174 -0.175 -0.997 
cluster_benefit2 -0.173 -0.135 -1.283 
assoc_benefit1 0.192** -0.0884 2.178 
assoc_benefit2 0.104 -0.111 0.938 
needed_finance -0.0825 -0.0938 -0.879 
needed_sprtsrvce 0.204** -0.0843 2.425 
loan -0.326** -0.136 -2.402 
other_credit -0.181* -0.109 -1.655 
scope -0.23 -0.167 -1.372 
license 0.0602 -0.072 0.836 
technology 0.0677 -0.0556 1.218 
marital 0.133* -0.0721 1.846 
workers 0.224*** -0.024 9.323 
educ 0.0525*** -0.00813 6.452 
work_hrs -0.00677 -0.0104 -0.65 
safety 0.291*** -0.062 4.687 
gender -0.129 -0.118 -1.091 
Constant 6.250*** -0.336 18.63 
Observations 3237 
  R-squared 0.592 
  *** p<0.01, ** p<0.05, * p<0.1   
   
The asterisks represent coefficients‟ significance levels at 1%, 5%, and 10%, respectively.  
For explanation of regressors, please refer to section IV, econometric methodology. 
Source: Author‟s computations based on 2001/02 ERF data for Turkey. Data available in “The 










The Small and Micro Enterprises Survey (MSES) – Egypt 2003 is a sample survey designed to 
provide estimates for key indicators related to the activities, manpower structure and financial 
characteristics of MSEs. This report describes the methodology applied in the MSES including 
listing of enterprises, sample design, training of interviewers, data collection and data entry and 
processing.  
 
1. Sample Design  
The primary objective of the sample design of MSES was to provide estimates on the national 
level and for 3 major administrative regions (Metropolitan areas, Lower Egypt and Upper 
Egypt). Eight governorates were selected from the 3 regions. The selection was based on an 
attempt to represent governorates with different economic characteristics. 
The sample for the MSES is a multi-stage probability sample. In the first stage, primary 
sampling units (PSU) were randomly selected from each governorate. The PSU's are 
shiakha/towns in urban areas and villages in rural areas. Information from the 1996 census was 
used in constructing the frame from which the primary sampling units (PSUs) were selected. A 
total of 120 PSUs were randomly selected from the chosen governorates; 84 in urban areas and 
36 in rural areas. 
The second stage was based on the results of the listing of enterprises within PSU's. Enterprises 
were classified into 3 categories in terms of MSEs density. Density was designated according to 
the mean number of MSEs per building and PSUs were divided into 3 equal groups; the lowest 
third (Low), the medium third (Medium) and the highest third (High). A stratified random sample 
of enterprises was selected from the list of enterprises within each PSU.  
 
                                                             
21 The country data is collected by a country team supervised by Dr. Alia El-Mahdi as part of ERF’s project on 
“Promoting Competitiveness in Micro and Small Enterprises in the MENA region”. Data and files are accessible 
after registration at http://www.erf.org.eg/cms.php?id=Datasets.  
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In the third stage, a stratified random sample was selected from each density category within the 
PSU. The two strata include male and female owner/manager. with female owners / managers 
were over sampled (double-weighted) in order to maintain a sufficient number of female 
respondents. 
The sample size was predetermined by 5000 private MSEs to provide statistical reliable estimates 
for the indicators at the region level. The sample size was inflated to 5400 to compensate for a 
possible 8% of non-response. The sample size was assigned to Governorates and to PSUs 
proportional to the number of listed MSEs.  
2. Listing 
To implement the third stage, a listing of all MSEs in the chosen PSUs were compiled. Fifteen 
listers were chosen and trained. The listing operation consisted of the following activities: 
1- Listing all the MSEs in each PSU block by block. 
2- Recording  (on a form prepared for this purpose) for each SME, name of SME, name 
of owner or manager, sex of owner or manager, number of workers, activity, sector, 
address and telephone #. 
3- Drawing a rough map for the PSU and record some important information and/or 
landmarks to help reaching the PSU in the Data Collection Stage. 
Around 26,000 MSEs were Listed in the 120 PSUs. Nearly 3000 were excluded of not being a 
private enterprise (not eligible for data collection). The Listing Phase took 3 weeks (during 
March 2003). An ACCESS data base was developed and all the information of the listing was 
entered in this data base using 10 data entry clerks.  
3. Training  
Around 70 university graduates with previous experience in data collection were recruited for 
interviewing, supervising, editing and data entry. All candidates attended a training for two 
weeks. The training Included: 
1- Lectures on the objectives of the survey and definition of terms used in the 
survey. 
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2- Lectures on how to conduct interviews. 
3- Practical sessions to improve interviewing skills using role playing and 
mock interviews. 
4- Specific sessions with visual aids on how to fill out questionnaires. 
5- Field practices. 
Trainees who failed to show interest in the survey were terminated. Forty interviewers, 6 
supervisors and 2 general supervisors were selected for data collection operations.  
4. Data Collection  
The Field Staff was divided into 6 teams; each team has a supervisor and 6-7 interviewers. The 
fieldwork for the MSES began on April 1
st
, 2003 and was completed on May 15
th
, 2003. In 
addition to leading the team, supervisors were responsible for field editing of the questionnaires. 
To assure quality 2 general supervisors were responsible for checking the collected data by re-
interviewing a randomly selected sample from each interviewer‟s work. The number of 
completed interviews reached 4962 with 92 percent response rate. 
5. Office Editing 
Office editors reviewed questionnaires for internal consistency and completeness. Coding was 
conducted in the office prior to data entry. Office editors were instructed to report any problems 
detected while editing the questionnaires, which were reviewed by one senior staff. One senior 
staff, one assistant and 10 office editors were recruited for these purposes. 
6. Data Processing Activities 
Data were entered on PCs using the Integrated System for Survey Analysis (ISSA), a software 
package developed for large scale multi-level surveys. Around 10 data entry personnel were 
recruited and trained to process the MSES data. During data entry, 50 percent of the 
questionnaires were re-entered for verification. Data processing was completed by the last week 
of May 2003. 
 
 
Ahmad Zia Wahdat  51 
 
 
7.  Quality Control Measures 
 
Quality of data was assured using several measures such as:  
1. Selecting and training qualified field staff, 
2. field editing (by supervisors), 
3. field checking (by general supervisors), 
4. office editing, and . 
























1. Data collection instruments 
The questionnaire used in the main survey include four different forms: 
Form I. The enterprise list used for listing of all enterprises within the PSU
23
 to identify 
the enterprise, entrepreneur, and associated household. All members of the enterprise universe 
were included in the first listing (identifying nature of enterprise) but those in excluded activities 
were not given the Form II in the main survey. 
Exclusion rules concern agricultural and non-market activities, illegal activities, production for 
own personal use, mobile vendors, domestic services, professional services (except ICT) and 
enterprises with 50 and more persons engaged.  
Sampling rule designed to under-sample smaller sizes and men entrepreneurs 
entrepreneur women: (size 1=>1/5; size 2-9 =>1/1; size 10-49=>1/1) 
Entrepreneur men: (size 1=>1/10; size 2-9 =>1/2; size 10-49=>1/1)  
The size 1 enterprises were deliberately under-sampled to avoid dominating the sample by 
enterprises size 1, and therefore have statistically significant number of enterprises in the sample 
for the larger size. The oversampling of enterprises with women entrepreneurs was necessary in 
order to ensure that the sample included sufficient number of women entrepreneurs to obtain 
statistically significant results.   
Form II. Household roster-enterprise identification. This type of questionnaire includes 
identification variables for the members of the household and possible MSEs at home.  
Form III. Enterprise-entrepreneur questionnaire focuses on characteristics of the 
entrepreneur and enterprise. Form III contained 322 questions concerning the characteristics of 
                                                             
22 The country data is collected by a country team supervised by Dr. Semsa Ozar as part of ERF‟s project on 
“Promoting Competitiveness in Micro and Small Enterprises in the MENA region”. 
23 A PSU (primary sampling unit) is a geographical area with an estimated minimum of 45 enterprises in the urban 
areas. 
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the entrepreneur and the enterprise, growth performance, access to credit, financial and business 
services, relations with business associations, status of registration, level of technology, value of 
assets, main customers, exports, linkages with other enterprises, constraints to business activity, 
the problems specific to women entrepreneurs and characteristics of the work force. 
Form IV. Household questionnaire deals with characteristics of the members of the 
entrepreneur‟s household and the analysis of the interrelations between the household and the 
enterprise. 
The advantage of this mode of approach, of having four different forms of questionnaire, 
is that it allows for the investigation of the economic units for which we do not have a complete 
list. Area sampling, followed by door to door surveying ensures that establishments and 
household components are combined into one operation, with canvassing of all production units, 
whether in establishments, household premises, fixed units, in the street or market places. The 
method avoids the complications of going through the household, getting addresses for economic 
units/ establishments but not finding them. 
 
Although the questions in these forms mostly specify a number of possible answers, some 
questions were nonetheless deliberately left “open” to encourage free expression of attitudes and 
opinions by the respondents when none of the existing answers matched the respondent‟s 
answer, or when “other” categories were marked and the answer given by the respondent was 
written precisely in the space provided.  
The questionnaire was originally written in English and then translated in Turkish. The 
final changes were based on the inputs from the pre-test and comments made by experts and 
experienced bodies at the Turkish Statistical Institute (TURKSTAT) and the Istanbul Chamber of 
Industry. Wording of the instrument questions and alternative response categories for instrument 
items were refined to ensure accuracy and comparability. 
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2. Sampling  
 
The sample is national in coverage and is chosen by stratified, multi-stage systematic 
sampling method by the TURKSTAT.  
In Stage 1, 19 provinces
24
 were selected from 5 strata that were stratified in terms of 
socioeconomic development level of the provinces compiled by the State Planning Organization 
(SPO). The selection of provinces from each stratum was carried out by weighted probability 
regarding the number of enterprises in each province.  
In stage 2, 432 PSUs with a minimum of 45 enterprises in urban areas of the 19 provinces 
were selected based on census of buildings for the year 2000 by the SIS. For the rural areas, 100 
villages were selected.   
Urban areas: Settlements with population over 20,000. These settlements include the 
central city of the province and district centers (ilce) with a population over 20,000.  
 
Rural areas: Villages with a population between 500 and 2,000.  
 Some of the sample villages visited during the survey selected by the TURKSTAT were 
more or less deserted and usually had only one grocery shop as an enterprise. But this not always 
clearly reflected in the Population Census. This is because the municipalities receive their budget 
from the central administration in proportion to their population. Thus in order to compensate for 
the dearth of population in the villages municipalities mostly arrange bus trips for migrants living 
in the big cities like Istanbul taking them to their home towns and villages during the national 
census in order to increase their allowances from the public sources. The persistence of this 
practice means population of some villages is not reflected accurately in the population census. 
They are usually inflated.  
Since due to lack of a nation-wide survey of establishments for both rural and urban areas 
the selection of villages was carried out without a reliable stratification process, it was decided to 
                                                             
24Adana, Adiyaman, Afyon, Agri, Bursa, Corum, Erzurum, Eskisehir, Gaziantep, Istanbul, Izmir, Kahramanmaras, 
Kirsehir, Konya, Manisa, Mugla, Sanlıurfa, Trabzon, Van are the 19 provinces selected.  
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exclude the rural enterprises from the sample before the weighting and extrapolating process. 
The rural MSEs interviewed could be evaluated separately from the urban MSEs that constitute a 
representative sample of MSEs for the urban areas.  
3. Fieldwork  
 
Fieldwork consisted of successive stages of pre-test, canvassing of the sampling units, the 
main survey in the year 2001 and the follow-up survey in the year 2002. 
Pre-test 
Pre-test was carried out in February 2001 in a limited number of selected streets in two 
neighbourhoods of Istanbul (Merter, and Gultepe) known for having a variety of MSEs in terms 
of size and sector, and at a small industrial estate (Ikitelli sanayi sitesi) with a sample of 102 
MSEs. Merter neighbourhood includes both manufacturing workshops and wholesale and retail 
shops. In the Gultepe neighbourhood, on the other hand, migrants from rural areas live and 
perform small-sized economic activities including home-based work.  
During the pre-test, an additional questionnaire was used for the workers of the 
enterprise. A selected number of workers were asked to respond to a separate questionnaire 
about the conditions of the workplace, work contract, social security and their salaries. In most 
cases, during the interviews the presence of the entrepreneur made the workers hesitant to 
answer questions, particularly those related to legal obligations of the employer. Thus in order to 
avoid the risk of using unreliable data, the MSE team decided, during the evaluation of the pre-
test results, to exclude the workers questionnaire from consideration.     
On the basis of the assessment of the field experience and results of the pre-test, 
questions judged inaccurate or otherwise unacceptable were modified or excluded from the 
instruments. Some response categories for open questions through classification of responses in 
pre-test were devised. 
On the basis of review of pre-test experience in the four countries involved in the 
research program, namely Egypt, Lebanon, Morocco and Turkey, it was agreed to adopt the 
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“combined” approach, i.e., door-to-door canvassing of entrepreneurs and households followed by 
sampling in the office and interviewing later on. 
 
 
Training of the fieldwork personnel  
Fieldwork personnel are one of the major determinants of the quality of fieldwork and the 
resulting data. Training for the pre-test is carried out with individuals experienced in fieldwork. 
The supervisors of the main survey were selected from among the people who had already 
gained experience in the pre-test.  Fieldwork personnel were organised in teams comprising a 
number of interviewers, a field checker, and a supervisor. The training programme started with a 
number of candidates larger than the number of individuals needed for the actual fieldwork. This 
was intended to provide for the natural depletion and ensure selection of a more qualified and 
competent fieldwork personnel. Trainees were evaluated continuously throughout the 
programme on the basis of their performance. A comprehensive manual along with a glossary 
including comprehensible definitions of concepts used in the survey were distributed during the 
training programme. The training programme included interactive sessions on the objectives of 
the survey, definitions of the concepts used in the questionnaire, sessions on improving 
interviewing skills with the help of role playing and field practices. 
40 interviewers and 11 field checkers and supervisors were selected and organized into 8 
teams. Local interviewers were recruited from provinces in the sample to avoid the difficulties 
that may arise with local dialects and traditions. Training sessions were held in 8 different 
regions.  
Main survey 
The main survey fieldwork started on the last week of June 2001 with training, and 
completed in the last week of September 2001.  
The selected streets comprising the PSUs given by the TURKSTAT were marked on the 
maps of the neighbourhoods and visited by the field team before the interviews started.  
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A special team were formed to undertake independent random checking of the field 
teams on the field, and at the office by contacting the entrepreneurs by phone or by 
reinterviewing the MSEs in order to check the reliability of the interviews. Quality control of the 
data collected was carried out both in the field and in the office.  
The interviews were carried out at the enterprise with the entrepreneur or one of the 
partners in the enterprise. The respondents were assured of complete anonymity throughout the 
survey.  
All housing and establishment units were visited by the interviewers by knocking all the 
doors in the selected primary sampling units (PSUs) to survey the individual enterprises located 
in establishments, as well as economic activities performed by own-account basis (or for sub-
contract) in homes. As such, the survey offers a good opportunity to cover home-based workers 
be they own-account or dependent workers. The listing of enterprises through door-to-door 
canvassing was followed by sub-sampling in the office. The rules of exclusion cover the 
following activities: agricultural and non-market activities, illegal activities, production for own-
use, mobile vendors, domestic services, professional services (except ICT) and enterprises 
employing more than 50 persons engaged. Those excluded activities are not given the full 
questionnaire in the main survey and the follow-up.  
Fieldwork strategy 
First stage Listing 
Form I Enterprise list 
Form II Household roster-enterprise identification 
Exclusion-sampling in the office 
Second stage Interviewing 
Form III Enterprise-entrepreneur questionnaire 
Form IV Household questionnaire 
 
Out of the 52,485 enterprises and households screened during the canvassing, 
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Form I and IV were completed for 34,795 units (Table 3.1). The high rate of non-completion of 
the forms during the canvassing was mainly due to the high non-response rate of entrepreneurs 
and households. The eligible units in the PSUs were more than expected by the TURKSTAT. 
Out of 9,280 eligible enterprises 7,335 enterprises were selected randomly with respect to the 
proportions by subcategories of gender, size and location. A total of 5,000 interviews were 
carried out, of which 4,776 were in the urban areas.  





Roaster completed 34,795 
Not completed 18,253 
  
Main Survey, 2001 
 
Eligible 9,280 
Sample units 7,335 
Interview completed 5,000 
Not completed 2,335 
Reasons for not completion  
Door not opened  55 
Refused to respond  1.012 
Entrepreneur not present  814 
Temporarily absent  454 
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Follow-up 
Follow-up was conducted in July 2002. The questionnaire used in the follow-up was a 
shorter version of the main survey questionnaire with identical questions as the main survey in 
order to capture the performance dynamics of the MSEs. Some new questions regarding the 
change in the activities of the enterprise or the entrepreneur were also included.  
Owing to reasons listed in Table 3.2, the number of interviews in the main survey fell to 
3,852 in the follow-up survey. Unfortunately, it was not possible to generate information on the 
enterprises that had been closed or disappeared in the course of a year. We could not determine 
the cause of the closing down; whether they moved to a different location and continued to 
survive or closed permanently. Liedhold and Mead (1999:24) consider this the indeterminancy of 
the cause as an inevitable outcome of follow-up surveys.  




Enterprises contacted 5,000 
Interview completed 3,852 
Not completed 1,148 
Reasons for not completion  
Enterprise closed, different one is 
acting at the same address 245 
Enterprise closed, no enterprise at 
the same address 301 
Entrepreneur rejected the 
interview 387 
Entrepreneur was not available 188 
Temporarily closed 27 
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During the pre-test, the main survey and the follow-up, the principal investigator and the 
members of the core team visited the sites of the survey,  held interviews with relevant business 
associations, professional organizations, public agencies and NGOs, such as KOSGEB (Small 
and Medium Industry Development Organization), KUGEM (Small Enterprise Development 
Centres), MEKSA (Vocational Training and Small Industries Support Foundation), TOBB (The 
Union of Chambers of Commerce, Industry), TESK (Confederation of Turkish Tradesperson and 
Artisans), and TOSYÖV (Turkish Foundation for Small and Medium Business). Clusters, small 
enterprise districts and organized industrial estates in the provinces were also visited and 
interviews were carried out with the entrepreneurs and officials.   
4. Data cleaning and processing 
 
Data collected by the help of questionnaires were coded and entered into excel sheets in 
the office. Senior personnel carried out the correction of inconsistencies frequently by phoning or 
revisiting the entrepreneurs in order to get the correct responses.  
Several check questions were identified to ensure the consistency among the responses of 
the interviewees. The number of persons engaged, for example, was among the information that 
was addressed several times in the questionnaire. Responses by the interviewees were checked in 
the office and for the cases that could not be resolved in the office interviewees were contacted 
in order to clarify the inconsistencies.  
Entries in the response category for “other” are listed and response categories are 
reformulated to ensure that the category “other” does not contain more than 10% of the cases. 
The International Standard Industrial Classification (ISIC, 3rd Revision) were used for 
the classification of economic activities. 
Classification of occupations was carried out according to the adapted version of the 
International Standard Classification of Occupations ISCO-88 for Turkey by the Turkish 
Statistical Institute.  
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5. Weighting and extrapolation 
 
 A survey analysis is usually conducted as if all sample observations were independently 
selected with equal probability of selection. This analysis is correct if simple random sampling 
(SRS) with replacement is used. However, in practice sample selection is more complex than 
SRS. Some sample observations may be weighted more heavily than others, and some are 
included in the sample by virtue of their membership in a certain group (e.g. household) rather 
than being selected independently. Thus, rather than simple statistical techniques, this 
complexity requires special analytic considerations such as inserting sampling weights into the 
sample analysis.  
Since our sample provides a complex sampling design, our weights are generated by the 
multiplication of three different sample weights each of which is calculated for a certain stage.  







                                                        (1) 
where, iw  for i =1,2 are obtained by the TURKSTAT, whereas 3w  is calculated according to our 
canvassing and sampling results. The details about iw ‟s are as follows:  
 
1 :w In our sample, there are 19 provinces selected by the TURKSTAT. 1w  represents the inverse 
of the selection probability of a province that the enterprise is located in.  
 
2 :w depends on the enumeration results of year 2000 of TURKSTAT.  With the help of the data 
of a complete enumeration of all enterprises in the sample areas and urban-rural stratification, the 
blocks were selected. However, due to TURKSTAT‟s provision of limited data on MSEs such as 
having no data base for the number of enterprises in rural areas, our survey data collected in rural 
areas has been omitted and only the data of enterprises selected from 432 different blocks in 
urban areas are used in the remaining analyses. 2w
25
 represents the reciprocal of the selection 
probability of a block that the enterprise operates in.   
                                                             
25 Since no database for the distribution and the number of enterprises in rural areas exists in Turkey, 
we are unable to obtain weights of enterprises in rural areas. We preferred to omit the data of 
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3 :w The canvassing procedure was conducted by visiting 36,692 enterprises located in one of 
these 432 blocks in order to collect data about their general characteristics like the gender of the 
entrepreneur, the number of persons engaged and the type of the production activity. However, 
due to non-responses, interviews have been completed with only 24,968 of them. Due to these 
insolvable obstacles like refusing to respond, being temporarily absent, we have to assume that 
these 11,724 enterprises have the same distributions (in terms of gender of the entrepreneur, the 
number of persons engaged) with their counterparts that accepted the interview. With the help of 
this assumption we are able to expand our canvassing data set from 24,968 to 36,692 enterprises. 




Table 3.3. Calculation of the third weighting multiplier (w3) 
Canvassing  Sample  w3 
 Size   Size   Size 
Gender 1 2-9 10-49  Gender 1 2-9 10-49  Gender 1 2-9 10-49 
Women A B C  Women a b c  Women A / a B / b C / c 
Men D E F  Men d e f  Men D / d E / e F / f 
 
   
 
 
                                                                                                                                                                                                    
enterprises in the rural areas from our analyses, due to the possibility of this assumption producing 
misleading results. Thus, our remaining analyses are based on the main survey data set with 4,776 
observations and the follow-up survey data set with 3,700 observations.  
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Gender 
Size   
1 2-9 10-49 
Women 
4.602273 2.894495 1.473684 
Men 7.782927 4.577913 4.400531 
 
Due to the sampling rules regarding the gender and size criteria, the third weighting 
multiplier ( 3w ) is obtained over the subgroups of sample divided according to the gender of the 
entrepreneur and the size of the enterprise. For instance, while one out of 10 enterprises with 
working proprietor (single-person engaged) among men entrepreneurs is visited for the 
interview, this ratio is one over five for their women counterparts. Furthermore, while each 
woman entrepreneur of an enterprise with 2-9 persons engaged is interviewed, only half of their 
men counterparts are visited. However no sampling rule is carried out for enterprises with 10-49 
persons and the main survey is conducted with each of them due to their rare presence in the 
economy.  
 Table 3.4 shows the distribution of interviews carried out in urban areas both  in the main 
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Main survey (2001) Follow-up survey (2002) 
n % 
weighted 
n % n % 
weighted 
n % 
1 839 17.57 348,556 24.34 571 15.43 211,356 20.84 
2-9 3,524 73.79 962,319 67.21 2,811 75.97 717,734 70.75 
10-49 413 8.65 120,957 8.45 314 8.49 83,880 8.27 
50+ - - - - 
  
4 0.11 1,427 0.14 
Total 4,776 100.00 1,431,832 100.00 
  
3,700 100.00 1,014,398 100.00 
